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GENEVA FOR GATT 

E.O. 11652: N/A 
TAGS: ETRD, RO 

SUBJ: ROMANIAN CUSTOMS TARIFF SYSTEM 

REES: A) BUCHAREST 4648, DECEMBER 20, 1973; B) STATE 25226 

1. SUMMARY. IN MOST RECENT DEVELOPMENT AFEECTING ROMANIAN 
CUSTOMS TARIEF SYSTEM, ROMANIAN MINISTRIES OF FOREIGN TRADE AND 
FINANCE ISSUED INSTRUCTIONS PLACING CUSTOMS VALUATION RATE AT 
20 LEI EQUALS ONE US DOLLAR. EFFECT IS TO TIE RATE AT WHIKY 
IMPORT CUSTOMS TARIFFS WILL BE DETERMINED TO A SIMILAR RATE AT 
WHICH ROMANIAN EXPORTS TO HARD CURRENCY COUNTRIES ARE VALUED. 
OUR INITIAL EXAMINATION OE TARIFE SYSTEM AS A WHOLE SHOWS THAT 
THERE IS POSSIBILITY OF EXTERNAL TRADE EFEECTS AS RESULT OF 
THIS HIGH VALUATION RATE AND ITS NON- APPLICABILITY TO EE COUNTRIES. 
TARIFF COULD ALSO DAMPEN INTERNAL INCENTIVES GIVEN TO INDUSTRIAL 
CENTRALS AND ENTERPRISES TO INCREASE THEIR TRADE WITH HARD 
CURRENCY AREAS; THIS INTERNAL EFFECT COULD POSSIBLY HAVE 
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THERE IS ALSO POSSIBILITY THAT REDUCTION OF IMPORTS ON CERTAIN 
LOW PRIORITY ITEMS WOULD BE COMPENSATED BY INCREASED IMPORTS OF 
EQUIPMENT AND TECHNOLOGY CONSIDERED MOST IMPORTANT TO ROMANIA'S 
HIGH INDUSTRIAL GROWTH GOALS. END SUMMARY. 

2. SINCE LAST DOLLAR DEVALUATION ROMANIAN FOREIGN TRADE ORGAN- 
IZATIONS EXCHANGE DOLLARS EARNED FROM EXPORT SALES AT AN EFEECTIVE 
RATE OF 20 LEI EQUALS ONE US DOLLAR FOR DEPOSIT IN ROMANIAN 
EXPORTING ORGANIZATIONS' ACCOUNTS AT THE FOREIGN TRADE BANK. 

THIS EXCHANGE RATE IS ARRIVED AT THROUGH OPERATION OF FOREIGN 
TRADE INTERNAL DISCOUNT COEFEICIENT (CID) WHICH IS PRESENTLY 
FIXED AT 4.025. (AMOUNT IN LEI DEPOSITED IN ROMANIAN ORGANIZA- 
TION'S ACCOUNT (Al) IS DETERMINED BY THE PRODUCT OF THE DOLLAR 
VALUE OF SALE AND OEFICIAL LEI/DOLLAR EXCHANGE RATE, MULTIPLIED 
BY THE CID. THUS (DOLLARS TIMES 4.97) TIMES 4.025 EQUALS AL 
RESULTANT EFFECTIVE RATE IS 20 LEI EQUALS ONE US DOLLAR.) THUS, 

BY ESTABLISHING CUSTOMS VALUATION RATE AT 20 LEI EQUALS ONE US 
DOLLAR ROMANIAN AUTHORITIES TIE TARIFE PAYMENTS TO SAME EXCHANGE 
RATE AT WHICH ROMANIAN EXPORTERS EARN LEI FROM HARD CURRENCY 
SALES. SETTLING ON THIS RATE RATHER THAN LOWER OFFICIAL RATE 
(4.97 LEI EQUALS ONE US DOLLAR), EOR EXAMPLE, CREATES FOR THE 
ROMANIAN IMPORTER A SIGNIFICANT COST DIFFERENTIAL BETWEEN 
MANUFACTURED GOODS FROM COUNTRIES INCLUDED IN TARIEF SYSTEM 
(PRIMARILY WESTERN COUNTRIES) AND GOODS FROM EXCLUDED COUNTRIES 
(PRIMARILY THE SOCIALIST NATIONS), THUS AMPLIFYING THE APPARENT 
DISCRIMINATORY EFFECT RESULTING FROM NON-APPLICABILITY OF 
ROMANIAN TARIFF TO EE COUNTRIES' IMPORTS. 

3. ROMANIAN MFT AND MPA OPFICIALS, HOWEVER, HAVE ASSURED US 
THAT IMPORTS FROM THE U.S. WILL NOT BE AFFECTED ADVERSELY BY 
OPERATION OF TARIFF SYSTEM. REASONING BEHIND THIS CONCLUSION, 
ACCORDING TO MFT OFFICIALS, IS BASED PRIMARILY ONUACT THAT FOREIGN 
TRADT SECTOR, AS OTHER ELEMENTS OF ECONOMY, IS CONTROLLED BY 
NATIONAL ECONOMIC PLAN WHICH PROJECTS OVERALL PERCENTAGE OF TOTAL 
ROMANIAN TRADE WHICH WILL BE CARRIED ON WITH WESTERN COUNTRIES; 
ACCOMPANYING SUBPLANS CONTROL SPECIFIC PURCHASING AND SALES 
TRANSACTIONS AND PROJECTS. THESE PLANS, ACCORDING TO GOR 
OFFICIALS, TAKE INTO CONSIDERATION ROMANIA'S COMMITMENTS UNDER 
GATT RULES CONCERNING MAINTENANCE OF A CERTAIN RATE OF TRADE 
EXPANSION WITH GATT CONTRACTING PARTIES. 
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4. ONE MAJOR UNKNOWN FACTOR, HOWEVER, IS REACTION OF NON- 
CENTRALIZED IMPORTS TO A TARIFF SYSTEM WHICH INCREASES THE COST FOR 
ROMANIAN IMPORTERS OF CERTAIN PRODUCTS. WHILE FOREIGN TRADE OF 
IMPORTED PRODUCTS CONSIDERED MOST IMPORTANT BY ROMANIAN GOVERN- 
MENT IS COVERED IN DETAIL BY OVERALL ECONOMIC PLAN AND SUBPLANS, 
TRADE OF MAY ITEMS IS LESS RIGIDLY CONTROLLED; THIS WOULD 
INCLUDE SUCH PRODUCTS AS SOME LIGHT INDUSTRY AND CONSUMER INDUSTRY 



Deciassified/Reieased US Department of State EO Systematic Review 30 JUN 2005 




Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



GOODS AND EQUIPMENT, WHICH ARE GIVEN LESS IMPORTANCE IN THE PLAN, 

BUT WHICH NEVERTHELESS CAN AMOUNT TO A CONSIDERABLE RELATIVE 
VOLUME OF TRADE. IT IS IN TRADE OF THESE PRODUCTS WHERE WE 
WOULD EXPECT DECISIONS AT INDUSTRIAL CENTRAL AND FTO LEVEL TO 
EXERT GREATEST INFLUENCE, POSSIBLY RESULTING IN AN EVENTUAL OVER- 
ALL REDUCTION OF IMPORTS SUDDENLY MADE MORE EXPENSIVE BY 
APPLPNATION OF THE TARIFF SYSTEM, COMPARED TO LEVEL WHICH MAY BE 
REACHED IF THERE WERE NO TARIFF. (A SIGNIFICANT PORTION OF GOODS 
WHICH WILL BE IMPORTED INTO ROMANIA DURING THE FIRST HALF OF 
CY 1974 WILL PROBABLY RE RESULT OF CONTRACTS ALREADY SIGNED. THUS, 

IF THERE IS TO BE AN ADVERSE IMPACT ON IMPORTS FROM THE WEST IT 
WILL BE LAG EFFECT BASED ON FUTURE DELIVERIES UNDER CONTRACTS 
BEING SIGNED NOW; EFFECT MAY ALSO BE AMPLIFIED FOR THOSE 
COUNTRIES EXPORTING MANUFACTURED PRODUCTS TO ROMANIA SINCE NEW 
CUSTOMS TARIFF TAXES PRIMARILY MANUFACTURED GOODS IMPORTS.) 

GIVEN THE CENTRALIZED NATURE OF ROMANIAN ECONOMY, HOWEVER, IT IS 
CONCEIVABLE THAT REDUCTION OF NON-CFNTR ALIZFD IMPORTS COULD BE 
DELIBERATE MOVE BY GOR TO CONSERVE HARD CURRENCY FOR HIGH 
TECHNOLOGY IMPORTS FROM THE WEST, AND PRACTICAL RESULT COULD VERY 
WELL BE A REDUCTION IN IMPORTS FROM US OF ITEMS LESS ESSENTIAL 
TO ROMANIAN ECONOMY, WITH A COMPENSATING INCREASE IN TRADE IN 
OTHER AREAS. 

5. INTERNALLY, WE WOULD EXPECT TARIFF TO DRAIN OFF MORE OF 
EARNINGS ACCUMULATED BY INDUSTRIAL CENTRALS AND ENTERPRISES WHICH, 
UNDER RECENTIVE PLANS, HAVE BEEN AUTHORIZED TO RETAIN LARGER 
SHARE OF THEIR INCOME DERIVED FROM SALES TO HARD CURRENCY AREAS. 

IN SOME INSTANCES RESULT MIGHT BE TO ENCOURAGE IMPORT SUBSTITUTION 
FROM DOMESTIC SOURCES, AND DAMPEN THE INCENTIVE EFFECT FOR INCREAS- 
ING TRADE WITH HARD CURRENCY AREAS, DEPENDING ON ROMANIAN COMPANY'S 
BREADOWN BETWEEN EXPORTS AND IMPORT NEEDS. DEPENDING ON 
OPERATION OF SYSTEM, THEN, ONE INTERNAL EFFECT COULD BE TO 
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TO TRADE WITH HARD CURRENCY COUNTRIES, AND THUS THROW YET ONE 
MORE UNPREDICTABLE FACTOR INTO THE GOVERNMENT'S EFFORTS TO 
MEET EXCEEDINGLY HIGH OVERALL FOREIGN TRADE AND INDUSTRIAL 
EXPANSION GOALS. 

6. ROMANIAN OFFICIALS HOPE THAT INCREASED COSTS FOR IMPORTED 
GOODS WILL ENCOURAGE MORE EFFICIENT AND PRODUCTIVE USE OF THESE 
IMPORTS BY PRODUCING ENTERPRISES, BUT SOME EXPRESSED CONCERN 
THAT INCREASED COSTS WOULD LEAD TO PRESSURES TOWARD HIGHER 
PRICES FOR THE INDUSTRIAL CENTRALS' FINISHED PRODUCTS. SOME ROMANIAN 
OFFICIALS ALSO SHOWED UNCERTAINTY OVER RESPONSE OF NON-CENTRAL- 
IZED IMPORTS, AS DESCRIBED ABOVE, AND ITS POSSIBLE IMPACT ON 
OVERALL TRADE PATTERN. 

7 WE HAVE HAD NO INDICATION FROM US BUSINESSMEN THAT US 
EXPORT TRADE IS BING AFFECTED BY OPERATION OF SYSTEM, ALTHOUGH, 

AS NOTED ABOVE, CUSTOMS TARIFF HAS BEEN IN OPERATION ONLY ABOUT 
ONE MONTH AND IMPACT MAY NOT TAKE PRACTICAL EFFECT IMMEDIATELY. 

8. ALTHOUGH TARIFF SCHEDULE REGULATIONS CONTAIN PROVISION FOR 
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INCREASING TARIFFS FOR COUNTRIES WHICH DO NOT NOW EXTEND MEN 
TREATMENT TO ROMANIA, MFT OFFICIALS SAID THAT PROVISION HAS NOT 
BEEN PUT INTO EFFECT, AND THAT THERE HAS BEEN NO DECISION ON ITS 
USE PENDING AN EVALUATION OF TARIFF SYSTEM'S OPERATION AFTER 
MORE EXPERIENCE HAS BEEN GAINED. 

8. ABOVE COMMENTS ON OPERATION AND EFFECT OF NEW ROMANIAN 
TARIFF SHCEDULE BASED ON OUR PRELIMINARY ANALYSIS AND ON 
DISCUSSIONS WITH VARIOUS GOR OFFICIALS. AS THE APPLICATION OF 
THE TARIFF GETS UNDERWAY, WE WILL CONTINUE TO EXPLORE OPERATION 
OF NEW SYSTEM, AS IT AFFECTS U.S. INTERESTS, WITH INDISTRIAL 
CENTRALS, FOREIGN TRADE ORGANIZATIONS AND ECONOMIC MINISTRIES. 

MFA OFFICIALS DUMITRU MIHAIL AND MARIN ILIESCU HAVE ALSO 
VOLUNTEERED TO CHARGE ON SEVERAL OCCASIONS DURING PAST MONTH THAT 
THEY INTENDED TO CALL HIM IN SOON TO EXPLAIN NEW TARIFF LAW BUT 
WERE WAITING FOR FURTHER INSTRUCTIONS BEFORE DOING SO. ILIESCU 
STATED ON ONE OCCASION THAT HE DID NOT EXPECT LAW TO HAVE ANY 
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EFFECT ON US-ROMANIAN TRADE BUT WOULD GO NO FURTHER. 
MARTENS 
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